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Why Use a Budget
Watch Approach?

Missouri’s 1.3 million children are the key to our
future. Whether they sit in a public school class-
room, receive immunizations at a health clinic, or
live in a foster home, they depend on services
funded by public dollars.

The Children’s Budget Watch Project documents
funding for children from seven different state de-
partments - Social Services, Elementary and Sec-
ondary Education, Health, Mental Health, Eco-
nomic Development, Labor and Industrial Rela-

tions and Public Safety. This report presents the

range of services provided by the state between
1990 and 1995 and its current level of fiscal com-
mitment.

When Citizens for Missouri’s Children began this
project, we did not know the outcome of the fed-
eral devolution that began as a hint of change in
late 1994 and exploded into a full-scale assault on
the poor in 1995 and 1996. Now we know. Our
fears have been realized. As the federal welfare
law and other federal policy decisions change the
service landscape, it is imperative to document the
current level of financial investment and the status
of Missouri’s neediest children under the entitle-

ment system. In the coming years the Children’s

Budget Watch Project will monitor the impact of
the devolution of federal dollars on spending and
outcomes for children.

Missouri’s Investment
in Children is Low

It is important to understand Missouri’s current fis-
cal policy and the state’s potential to raise addi-
tional revenues to replace lost federal dollars.
Missouri’s fiscal capacity, measured primarily by
per capita income, is average among all states.
However, the state’s fiscal effort, or how well it
utilizes its resources, is much lower. Missouri ranks
47th nationally for state tax revenue compared to
the wealth of its citizens.

Not surprisingly, Missouri is also a very low spend-
ing state. It ranks 43rd on per capita spending for
education and 32nd on spending for cash assis-
tance, health care, child care and other services. A
middle income Missourian earning $40,000 pays
approximately $1,656 a year in state taxes to sup-
port the healthy growth and development of chil-
dren. Spending increases for children’s programs
have not kept pace with the state’s economic
growth. Missouri spent $4.763 billion on services
and supports for children in 1995.

Missouri regularly ranks in the bottom third of all
states in the national KIDS COUNT report, with
higher than average numbers of poor children, child
and teen deaths, teen births and juvenile crimes.
These poor outcomes cannot be reversed without
a sufficient investment in services and support for
children.

Missouri relies on federal dollars to help finance
services for children, especially in the areas of child

‘protection, child nutrition and health. More than

one-quarter of the state’s total revenue comes from
Washington. As these dollars begin to dry up, Mis-
souri will have limited ability to raise replacement
state revenues. The Hancock Amendment of 1980
restricts the amount of revenue the state can raise.
Amendment IV, passed this year, subjects all ma-
jor tax increases to a vote of the people.

Missouri Has Committed
Resources in Selected
Programs for Children

Given their limited resources, Missouri’s state agen-
cies have become experts at leveraging federal
dollars to initiate innovative pilot programs. Mis-
souri has earned a national reputation for these
projects, including Caring Communities, family
preservation services and child protective services
reform efforts. However, these pilot projects, to
date, serve relatively small portions of the total child
population and will need significant infusions of
funds to expand statewide. Will those dollars be
available?
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Missouri has also shown that it is willing to invest
state resources in early intervention initiatives such
as Parents as Teachers, education reform and fam-
ily planning services. It is imperative that these
programs be maintained and expanded because they
can avert future high-cost crisis intervention ex-
penses. If Parents as Teachers is successful, the
need for special education or child abuse services
may be reduced. If education reform achieves its
goal, fewer teens will drop out of school, and teen
births and juvenile crimes will decrease.

A Wide Variety of
Programs Serve Children
and Their Families

The Children’s Budget Watch Project documented
spending on children’s programs in eight different
areas: income support, elementary and secondary
education, health, child nutrition, child protection,
early childhood care and education, youth devel-
opment and juvenile justice. Total expenditures
on incorae support programs increased from 1990
to 1994, but decreased in 1995 because of caseload
reductions. Missouri spends less than the national
average on cash assistance benefits. These expen-
ditures comprise only 2.4% of the total state bud-
get. Missouri’s FUTURES program, which moves
adult AFDC recipients off the rolls through the pro-
vision of education, job training and placement,
has expanded since its inception in 1991. How-
ever, Missouri does not receive its maximum fed-
eral allocation for the program because it does not
spend enough state money to fully meet the fed-
eral match requirements.

Missouri’s largest expenditure for children is the
public education system. The disparity between
Missouri’s richest and poorest school districts is
unacceptably high, because of the strong depen-
dence of schools on local revenue. Missouri has
made a commitment to education reform through
SB380, the Outstanding Schools Act of 1993. As
of 1995, it was too soon to see improvement in
funding inequities. Missouri’s per pupil expendi-
tures prior to SB380 were 11% below the national
average.

-

Missouri’s Caring Communities program is an ex-
ample of flexible school-linked funding that holds
the promise of improved access to and delivery of
services to children. The information generated
by this project points to the need to establish ac-
countability mechanisms for flexible pooled funds
and to document how children and families ben-
efit from their services.

Total health expenditures more than doubled be-
tween 1990 and 1995, largely because of Medic-
aid growth. While Medicaid has increased the
state’s budget, it has also enabled funding of a va-
riety of health and social services. Missouri is in
the process of implementing a statewide Medicaid
managed care program for certain eligible popula-
tions. This may curtail program costs. There are
potential benefits to a managed care Medicaid pro-
gram. However, accountability is needed from pro-
viders under this system to ensure that children’s
health does not suffer and that children with dis-
abilities receive appropriate treatment.

Another significant source of health funding is the
Maternal and Child Health block grant. Increased
family planning funds under this program repre-
sent a positive example of state commitment.
Missouri’s Medicaid spending per child is below
the national average. Maternal and Child Health
block grant spending is above the national aver-
age.

Child nutrition programs are almost entirely feder-
ally funded in Missouri, with the exception of the
school breakfast program. Almost half of poor
children eligible for Women Infants and Children
(WIC) nutrition benefits do not receive them. Eli-
gible women and infants are more likely to be
served. Missouri received high marks for its ef-
forts to promote the school breakfast program. The
summer food program only provides meals to a
fraction of the children who participate in the lunch
program during the school year.

Expenditures to care for abused and neglected chil-
dren increased 26% from 1990 to 1995, as the num-
ber of child abuse victims climbed. Missouri has
been creative in its financing of child protection
services, maximizing federal dollars and investing
them in innovative programming. Stagnant admin-
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istrative expenditures reflect stresses felt by case-
workers, including low wages and high caseloads.
While it is difficult to determine the total expendi-
tures on child abuse prevention, they appear to be
declining and are minor compared to treatment ser-
vices where abuse has already occurred or is likely
to occur. Missouri’s child protection expenditures
per poor person were below the national average.

Missouri’s child care landscape has changed dra-
matically since 1990. New federal matching child
care programs assist families in the FUTURES pro-
gram, families exiting welfare and families at-risk
of turning to welfare because of child care costs.
Missouri’s welfare-related child care expenditures
are below the national average.

Expenditures for youth employment programs de-
creased between 1990 and 1995. Job training ser-
vices will be essential under the provisions of the
new welfare law; however, youth employment pro-
grams were targets for federal cuts in the recent
budget battle in Washington. More information is
needed about “youth development” programs in
Missouri from diverse sources such as parks and
recreation departments and public libraries.
Based on the limited information available for this
report, Missouri’s juvenile justice expenditures in-
creased by 44% from 1990 to 1995. Expenditures
are not available for the state’s 45 juvenile and fam-
ily courts. Expenditures for Division of Youth Ser-
vices (DYS) grew to accommodate the increasing
number of youth who were committed to DY cus-
tody. The strategy of recent state and federal juve-
nile justice legislation is to increase incarceration
of youthful offenders and certification of youth as
adults.

The Safety Net Is Gone

Funding for many children’s services will change
irrevocably in the next few years. Six decades of
federal commitment to the poorest children and
families ended in August, when President Clinton
signed the welfare bill (H.R. 3734) into law. Aid
to Families with Dependent Children (AFDC) has
been replaced by a Temporary Assistance to Needy
Families (TANF) block grant. Families currently
receiving cash assistance will no longer be guar-

Executive Summary

anteed benefits if they qualify for the program. The
TANF block grant comes with strings attached such
as time limits and work requirements that belie its
claim of providing states with more flexibility. In
addition to dismantling the AFDC program, the new
welfare law slashes benefits for food stamps, child
care food and summer food nutrition programs.
The law ends the entitlement status of welfare-re-
lated child care and provides block grant funding
that will fall $1.8 billion short of the estimated na-
tional need. An additional 17,000 Missouri chil-
dren may become poor as a result of this law.

The welfare law maintains Medicaid entitlement
status and will not cause families to lose their cur-
rent eligibility. It also maintains the entitlement
status of the major child protection programs for
abused and neglected children.

Other children’s programs, while not addressed by

the welfare law, will be indirectly affected by these

changes. The 17,000 additional poor Missouri
children will be at great risk for school failure, de-

linquency, illness and injury. They will put pres-

sure on the education, juvenile justice, health, child

protection and child nutrition systems.

With block grant funding, Missouri is now left hold-
ing the bag. The state must grapple with a series
of difficult issues involving inadequate funding
levels, work requirements and time limits. The
burden for providing child care, health care and
job training will fall increasingly on the state. Itis
up to the citizens for Missouri to ensure that chil-
dren are not harmed under the new block grant sys-
tem and that Missouri accepts the mantle of respon-
sibility to care for its own children.

As a caring adult, it is difficult to look a pleading
child in the eye and say “no,” denying him some-
thing that he wants or needs. Yet recent policy
changes in Washington will have the effect of say-
ing “no” to thousands of Missouri children - no,
you may not have enough to eat; no, you may not
have a clean, permanent home; no, you may not
have a safe place to learn and grow while your
mother is at work. Missourians should not be com-
fortable knowing that we are depriving children of
basic needs. 'We must take steps to ensure that
their needs are met, so we can say “yes” to those
hopeful faces.



Chapter 1.

Making Sense
of the
Change

-

issouri has been operating for more than
M 18 months with the knowledge that fed-

eral funding would change, but with-
out the details necessary to fully prepare for the
change. As a preliminary measure, Missouri es-
tablished, for the 1997 budget, a $28 million flex-
ible funding pool in the Department of Social Ser-
vices to address potential problems in children and
family services that would result from federal fis-
cal policy changes. Governor Carnahan also plans
to establish a Federal Fiscal Impact Commission
to develop a comprehensive, long-term strategy to
respond to the dramatic upheavals.

With block grant funding, Missouri is now left hold-
ing the bag. The “Show-Me State” must show that
it can pick up the slack and take care of its own
children. Missouri must grapple with the dilemma
that reduced federal funding in the next six years
will not be adequate to meet the new welfare law’s
work requirements or subsequent need for child
care. Missouri must also consider these questions:

| Will Missouri reduce its state contribution
to the cash assistance program by the maxi-
mum allowable 25%? Will families re-
ceive smaller grants, or will fewer fami-
lies receive assistance? .

] How will Missouri meet the law’s work
requirements? Will it increase its use of
work supplementation and direct job place-
ment programs? Will the state choose to
drop families from the program instead of
providing them with the means to achieve
self-sufficiency?

Chapter 1

] How will the state care for children whose .
. families are denied aid because they have
reached the five-year lifetime time limit?

] How will Missouri increase its investment
in child care to ensure parents’ capacity to
remain in the workforce?

m How will Missouri provide health care for
.the children of former cash-assistance re-
cipients who find low-paying jobs with-
out health care benefits?

® - How will Missouri deal with the increased
' pressures on other systems, including edu-
cation, child protection and juvenile jus-
tice, that result from increased child pov-

erty?

] How will Missouri raise significant state
revenues to help these needy families,
_given the restrictions of Hancock and

- Amendment IV?

Guidelines for Change

Citizens for Missouri’s Children (CMC) proposes
some guidelines as Missouri begins to debate these
questions. First of all, the state should not rush
into any decisions. Most provisions of the federal
law do not take effect until July 1, 1997, allowing
states some time to deliberate how best to restruc-
ture family assistance programs. For areas that
require quick decisions, the state should adopt tem-
porary guidelines.

Second, the state should gather input from the con-
cemned public. The Federal Fiscal Impact Com-
mission should seek input from low-income fami-
lies to find out what they need to find and keep
meaningful work. The principles articulated in the
Platform for Missouri’s Children should drive
decision making.

Third, the state should learn from research and
experience. Successful welfare-to-work, child de-
velopment and other family assistance efforts are
being modeled throughout the nation. Here at
home, Missouri can build on the successful imple-
mentation of its 1994 Welfare Reform law. A state-
wide Welfare Reform Coordinating Committee has

ERIC 10
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done extensive research and has developed recom-
mendations for Missouri’s implementation of wel-
fare reform. The state should use these to guide
program redesign, but should remember that new
programs often require an initial investment of
dollars. ‘

Citizens for Missouri’s Children
Leads Missouri in Preparing
for Change

Since the spring of 1995, CMC has actively worked
to assist Missouri in preparing for changes in fed-
eral policies. Over 1,000 persons across the state
participated in two interactive video conferences
that provided a forum for the Office of Adminis-
tration, and the Departments of Elementary and
Secondary Education, Health, Mental Health, La-
bor and Industrial Relations and Social Services to
speak to Missourians about the potential impact of
federal changes and their plans to respond to these
changes.

In July 1995, CMC convened the First Annual

Assembly of Child Advocates to draft a Platform .

for Missouri’s Children. The Platform articu-
lated values and broad recommendations that the
Assembly urged the Governor and legislators to
consider as they plan Missouri’s response to fed-
eral changes. Seventy-five organizations represent-

ing thousands of Missourians endorsed the Plat- -

form. The Platform was released to the media
and delivered to the Governor and members of the
Missouri General Assembly in January 1996.

To support the Platform’s recommendation that
public participation must be part of a meaningful
planning process, CMC asked Governor Mel
Carnahan to appoint a commission to develop a
comprehensive plan to meet Missouri’s needs in
light of prospective federal changes. The Gover-
nor responded positively by announcing the for-
mation of the Federal Fiscal Impact Commission
during his State of the State Address on January
17, 1996.

CMC convened the Second Annual Assembly of
Child Advocates in July 1996. The goal of the 1996
Assembly was to build on the previous year’s work

by developing an Agenda for Missouri’s Children
for the Year 2000. The Agenda was used for can-
didate and voter education in the November 1996
election and will guide the efforts of child advo-
cates over the next four years to make the needs of
children a high priority for elected officials and for
every Missourian.

As an independent, non-partisan organization work-
ing on behalf of all Missouri children, CMC will
play a unique and vital role during this period of
transition and devolution. CMC will utilize all of
its resources to help Missouri create an efficient,
compassionate system to support its children and
their families.

11



, apter 2 |

Children’s
Budget Watch
Project |

issouri’s level of financial investment
in its children is an indicator of how
strongly it truly values them. How

much does Missouri spend to ensure the well-be-
ing of its children? Where are the largest gaps and
where do programs overlap? How will Missouri’s
investment be affected by the u'nprecede'nted policy
changes emerging from Washington? Citizens for
Missouri’s Children (CMC) is oné of-thirteen states
selected by the National Association of Child Ad-
vocates (NACA) to participate in a two-year
Children’s Budget Watch Project that addresses
these questions.

Children’s Budget Watch
Project Participants

California ~ Michigan New York
Colorado Missouri Pennsylvania
Illinois Nebraska Washington
Kentucky New Jersey West Virginia
' Wisconsin
The goals of the project are to:
] gather and analyze reliable data on the

funding of children’s programs and ser-
vices before and after the implementation
of federal funding cuts and block grants;

] involve advocates, legislators, the general

- public and administrators in ensuring that

children are not sacrificed in the ensuing
budget battles.

CMC worked in conjunction with representatives
from the other participating states to develop a list
of children’s programs to investigate. We sought

‘Chapter 2

information on expenditures, service levels and
need indicators. The Children’s Budget Watch

" Project is different from previous CMC budget-
" based reports, because it documents expenditures
- by type of program, not just by department. For’

example, we collected information on health-re-
lated expenditures from the Departments of Social
Services, Health, Mental Health and Elementary
and’Secondary Education.

Once the list of programs was developed, CMC
worked closely with staff from seven state depart-
ments (Social Services, Elementary and Second- -
aryJEducatlon Health, Mental Health, Economic

R Development Labor. and Industr1al Relations and

Publlc Safety) to collectthe 1nformatlon We found
the departments to be extremely cooperative, but

' “ challenged by our quest 10" document service ex-

pendltures rather than fundmg stream expenditures..
Thelrmformatlon systems are simply not designed,
10 produce that kind of 1nformatlon easily. As pro-
grams become less categorlcal we would encour-

|- age state departments to adapt. their data systems

so that information can be generated that accurately

reflects dollars spent, services needed and services;

received.
Data explanation

A few explanatory notes about the data may aid in
the reader’s understanding.

] Expenditures were collected for state fis-
" cal years 1990, 1993, 1994 and 1995.
] Service levels and need indicators were
only collected for the most recent year
" available.
] Unless otherwise noted, years are ex-

pressed as state fiscal years (July 1 - June
30). Fiscal Year 1990, for example, began
on July 1, 1989 and ended June 30, 1990.

] All dollar figures represent actual expen-
ditures on a given item, not the amount ap-
propriated by the legislature during the
budget process. '

] Expenditures are expressed in constant
1995 dollars; all previous years were ad-
justed to account for the effects of infla-
tion.
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Figure 1

Mfssouri Child Population Projections
Total Under Age 18, 1990-2020
1,360,000
1,350,000
1,340,000
1,330,000
1,320,000
1,310,000
1,300,000

1,290,000

1,280,000

1,270,000

1990 2000 " 2010 2020 .

Source: Missouri Office of Administration
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hapter 3

“Context of
State Fiscal
Policy

issouri’s child population is peaking
and is expected to drop. However, the
umber of poor children is increas-

ing. This will put pressure on all of Missouri’s
service systems. Missouri has average fiscal ca-
pacity, determined largely by per capita income,
compared to other states. However, the state’s
fiscal effort, or its willingness to tap into state re-
sources such as the tax base, is much lower. Mis-
souri ranks 47th on state taxes collected. While
income taxes have risen in recent years, they are
still very low compared to other states. As fed-
eral dollars shrink, Missouri’s ability to raise ad-
ditional state revenues to replace these lost dol-
lars will be severely restricted by the Hancock
Amendment, which limits total state revenue, and
Amendment IV, which subjects all major tax in-
creases to a vote of the people.

This chapter discusses the factors that shape
Missouri’s fiscal policy and determine at what level
children’s services are funded. The state’s fiscal
policy, or how it collects and spends its money, is
determined by three factors: the need for services,
the state’s fiscal capacity, and its fiscal effort.

Need for Serifices

The need for children’s services is influenced by
the total child population and projected school en-
rollment. Also, because poor children consume
proportionally more services, growth in the child
poverty rate will place a higher demand on state
expenditures.

In 1995, there were approximately 1.38 million
children living in Missouri. The child population

Chapter 3

is projected to increase by 2% between 1990 and
2000, but then drop by 4% over the next twenty
years. (Figure I) '

Between 1990 and 2000, the number of high school
aged teens is projected to increase by 14%, while
the elementary/middle school aged population will
remain stable and the preschool population will
decrease by 4%. Between 2000 and 2010, all age
groups will decline in size. (Figure 2)

Missouri Department of Elementary and Second-
ary Education (DESE) enrollment projections show
a 4% increase between the 1995-96 and 2000-01
school years, with the largest enrollment increase
projected for Missouri’s high schools. Enrollment
for the 1995 school year was 862,635. (Figure 3)
DESE does not project enrollment beyond the
2000-01 school year.

Although census figures are available only once
every ten years, there is credible evidence that the
number of children who are poor has grown since
1990. In 1990, there were 224,532 poor children
living in Missouri, or 17% of all children. Accord-
ing to Current Population Survey estimates, ap-
proximately 21% of Missouri children were poor
in 1993. Another proxy measure for child poverty,
the number of children receiving free or reduced-
price school lunches, has increased since 1990. The
number of children receiving AFDC benefits in-
creased by 26% between 1990 and 1994, before
declining slightly in 1995.

What do these trends tell us? The increasing num-
ber of teens in the next five years will place pres-
sures on the state to provide additional job train-
ing, college preparatory and life skills services for
this age group. More teens may also lead to more
youth crimes and heightened demand for juvenile
justice services. While the total number of chil-
dren will decrease, the number of poor children is
not declining. Their need for a wide range of ser-
vices will put pressure on the state to fashion a
new safety net.

Fiscal Capacity

A state’s fiscal capacity is defined as its potential
to raise resources to meet the needs of its citizens.

14
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Figure 2

Missouri Child Population Projections
Percent Change By Age Group, 1990-2020
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Figure 3
Missouri Public School Enrollment Projections
School Years 1995-96 and 2000-01
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A major determinant is the level of income that
can be taxed, but fiscal capacity also includes the
amount of natural resources that can be taxed when
extracted and the value of taxable property.

Missouri’s per capita income in 1991 was $18,105,
which placed the state in average fiscal capacity
range. Missouri ranked 24th, below the U.S. aver-
age per capita income of $19,199. However, when
adjusted for the cost of living, Missouri’s per capita
income was actually slightly above the U.S. aver-
age.

Another measure of state fiscal capacity is the
amount of federal aid received that is available to
augment state resources. In 1992, Missouri re-
ceived $3.43 per $100 in personal income from
the federal government, a ranking of 37th nation-
ally. Currently, approximately one-quarter of Mis-
souri revenues come from federal sources - the larg-
est single source of dollars in the state’s total bud-
get. As federal devolution plays out, federal funds
will constitute a shrinking proportion of the avail-

" able resources.

Fiscal Effort

While fiscal capacity measures a state’s potential
to raise resources, the fiscal effort examines the
willingness of the state to tap into the resources at
its disposal. A state’s largest resource is its tax
base. While Missouri is an average fiscal capacity
state, its fiscal effort is much lower.

The primary sources of state revenue from indi-
viduals are personal income and sales taxes. In
1970, personal income taxes comprised a smaller
piece of the revenue pie than they do currently.
(Figure 4) While Missourians may be correct in
stating that their income taxes have risen in recent
years, they should also be aware that taxes are still
very low compared to other states. In 1992, Mis-
souri collected $5.46 per $100 of personal income
in total taxes. That means an individual earning

$40,000 paid $2,184 in income, sales and other -

state taxes. Missouri ranked 47th nationally on this
measure and 50th when local taxes are also con-
sidered. By contrast, a similar individual living in
Kansas paid $2,460 in state taxes, while one living
in Iowa paid $2,964.
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One reason for Missouri’s low tax revenue is the
number of tax exemptions allowed on state income
tax returns. Missouri is one of only three states
that allows individual itemizers to deduct the cost
of federal Social Security payments and one of only
ten states that allows any deduction for federal in-
come tax payments. The lost tax revenue from
these and other deductions exceeds the total amount
of tax collected.

Sales taxes, in contrast to income taxes, currently
represent a slightly smaller piece of the tax burden
pie than they did in 1970. It is expected that, un-
less the composition of taxable items is changed,
sales tax revenue will continue to decline, because
of changes in consumer habits that have led to less
consumption of taxable items and more utilization
of nontaxable services.

In 1993, Missouri made a major change in its fis-
cal policy through the passage of SB380, the Out-
standing Schools Act. Provisions of this law cur-
tailed the ability of Missourians to deduct all of
their federal income tax payments when comput-
ing their state income taxes. SB380 caps these
deductions at five thousand dollars per person or
ten thousand dollars per return. This provision
alone brought in $230 million of revenue in 1995.

Corporate income tax represents a small slice of
Missouri’s revenue pie, accounting for only 1% of
total revenue in 1970 and 3% in 1995, with total
corporate tax revenue of $347 million. Missouri
ranked 41st nationally for corporate income tax
effort in 1991, with total revenue only equal to 56%
of the national average. As with individual taxes,
specific provisions that exempt items from the tax
base cause a loss in potential revenue. However,
the Outstanding Schools Act placed a 50% cap on
the federal income tax deduction for corporations,
increasing revenue by $100 million in 1995.

Hancock Handcuffs Missouri

As federal dollars shrink, Missouri may want to
raise additional state revenues to replace the lost
dollars. But the state is restricted inits ability to
do so because of the Hancock Amendment, passed
in 1980, that limits the amount of revenue that the
state can raise to meet its needs. Under Hancock,
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state revenue for a given fiscal year cannot exceed
5.64% of personal income for the calendar year
two years prior. Any excess must be refunded to
taxpayers in proportion to their payment of state
individual income taxes. Voter-approved tax mea-
sures are the only revenue items not subject to the
Hancock limit.

Fiscal year 1995 was the first time that the Hancock
refund mechanism was triggered, as revenue for
that year was greater than 5.64% of personal in-
come for calendar year 1993. The state estimated
that the average income tax payer would receive a
check for approximately $40. However, a lawsuit
was filed alleging that low-income Missourians,
who pay sales tax but not income tax, were un-
fairly being denied their share of the refund. As of
October 1996, no decision had been reached about
the dissemination of the refunds. The state is pro-
jecting a refund again for fiscal year 1996. These

refunds constitute almost $150 million that could
have been used to provide needed services.

Voter-approved tax increases are not subject to the
Hancock limit, and it is likely that those are the
only kind of tax increases Missouri will see in the
near future. Under Amendment IV, passed in early
1996, any tax increase that would be greater than
1% of state general revenues must be approved by
a vote of the people. In dollar figures, anything
greater than $50 to $60 million would have to be
put on a statewide ballot.

Taken together, these two amendments make it
unlikely that significant additional state revenues
will be available to help children, unless there is
strong voter support for a tax increase. Despite
the fact that Missouri taxes are low compared to
most other states, tax increases are not popular ini-
tiatives. '

Figure 4

State Tax Effort by Individuals in Missouri
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Missouri Revenue
and
Expenditures

r I Nhe largest single source of revenue in
Missouri is the federal government. Fed-
eral dollars are especially important to the

Departments of Health, Social Services and La-

bor and Industrial Relations. The impact of lost

Sfederal dollars on children’s services will be mag-
nified if the state is no longer required to set aside
matching funds and has the discretion to use dol-
lars for other, unrelated purposes. While

Missouri’s expenditures on direct services for

children increased between 1990 and 1995, they

did not keep pace with the state’s economic

growth. The state spent $4.763 billion on services

and supports for children in 1995.

Missouri ranks poorly compared to other states
on spending for education and other children’s
services. The state ranks 43rd on education
spending per $100 of personal income and 32nd
on spending for federal matching programs.

How big is Missouri’s budget, and how do
children’s services fit into the total picture? In fis-
cal year 1995, Missouri’s total revenue was $12.263
billion. The largest single source of revenue was
the federal government, followed by individual
income taxes, other state earmarked sources and
sales/use taxes. State general revenue, including
individual and corporate income, sales and use
taxes, was $5.295 billion, or approximately 43%
of the total. (Figure 5)

Missouri Expenditures
by Department

Of total state expenditures of $11.683 billion in
1995, the largest share went to Social Services

Chapter 4

(27%), followed by Elementary and Secondary

‘Education (25%). Much smaller amounts were

appropriated to Highways and Transportation (9%),
Higher Education (6%) and Health and Mental
Health (6% combined). (Figure 6)

Social Services expenditures made up a smaller
portion of total expenditures from general revenue
—$722 million, or 14%. The largest general rev-
enue expenditure was for Elementary and Second-
ary Education (39%). Higher education comprised
12% and Health and Mental Health 8% combined.
(Figure 7). The relatively small share of general
revenue spent on Social Services highlights the
potential loss if federal funds continue to dry up.

It is important to note that, with the exception of
the Department of Elementary and Secondary Edu-
cation, programs from the departments serve a
range of age groups in Missouri. A large portion
of Social Services expenditures are used for the
Medicaid program. While children are half of the
program’s beneficiaries, they account for only 19%
of the expenditures.

The Importance of
Federal Revenue

As Missouri faces a future of declining federal
dollars, it is important to understand how critical
they are to the specific department budgets. Fed-
eral dollars make up 28% of the total state rev-
enue, but on the expenditure side they comprise
74% of the Department of Health, 60% of the De-
partment of Social Services, and 67% of the De-
partment of Labor and Industrial Relations. These
departments, especially, will be hard hit by federal
cutbacks.

In addition, most federal funds are earned by a
matching process, through which the state is re-
quired to spend dollars on a given program to draw
down matching federal dollars. If major federal
programs are block granted and money turned over
to states with no match required, more general rev-
enue will be freed up to be used for other programs
—which may or may not serve children. Children’s
services could lose $2 in total state expenditures
for every federal dollar that is lost. The new
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Figure 5
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Figure 7

Chapter 4

Missouri General Revenue Expenditures by Agency, FY95
Total = $5.088 Billion
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Figure 8
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federal welfare law requires states to spend 75%
of current state funding levels for work, income
support and child care programs. This “mainte-
nance of effort” requirement is increased to 80% if
the state fails to meet the law’s work requirements
(see p. 26 for discussion of this provision). States
can transfer up to 30% of their federal cash assis-
tance block grant funds to either the Child Care
Development Block Grant or the Social Services
Block Grant (SSBG). Because many SSBG ser-
vices go to the elderly and families living above
the poverty line, the net effect could be even fewer
federal dollars available for low-income families
and children.

Missouri is a Low
Spending State

While Missouri is a low tax state, it is also a low
spending state as well. The state ranks 49th on
total state and local expenditures per capita. The
state spends $3.87 on education per $100 of per-
sonal income - meaning that an individual who
makes $40,000 spends $1,548 of her state taxes on
education. Missouri ranks 43rd on this measure.
By comparison, Kansas spends $4.46 and Iowa
spends $4.94 per $100 of personal income on edu-
cation.

The state spends a total of 27 cents per $100 of
personal income on federal matching programs,
including AFDC, Medicaid, foster care and oth-
ers. Our middle-income individual spends $108
of her state taxes on these programs. Missouri ranks
32nd for this measure.

Missouri also spends much less per poor person
than the national average on federal matching pro-
grams. Missouri’s total spending of $346 per poor
person was 41% below the national average of
$591. (Figure 8)
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Children’s Services Growth
Compared to Total Missouri’s
Budget Growth

Using the programs discussed in the following sec-
tions, the Children’s Budget Watch Project devel-
oped a grand total spent on all direct services and
supports for children and compared this total with
the state’s budget growth. (Figures 9a and 9b)'

The state’s budget, adjusted for inflation, grew 33%
between 1990 and 1995, with a 10% increase in
the last year. Total children’s funding, including
federal and state, was $4.763 billion in 19935, an
increase of 17% from 1990 but a 3% decrease from
1994.

Children’s expenditures did not benefit fully from
the state’s budget growth, with their share of total
expenditures decreasing from 46% to 41% between
1990 and 1995.

Methodology for calculating total children’s expenditures:

Of total expenditures documented in this report, we totalled
only those that involved services that directly affect children.
In the following categories, these items were adjusted:

Income Support—Included 69% of AFDC expenditures, be-
cause children comprise 69% of AFDC caseload. Included
54% of food stamp expenditures. because children comprise
54% of food stamp caseload. Did not include any FUTURES
expenditures because majority of recipients are adults. Did
not include any child support expenditures because majority is
administrative and contract expenditures. Did not include EITC
because it is not part of Missouri’s budget.

Child Care—Did not include Head Start expenditures because
they are not part of Missouri’s budget.

Elementary and Secondary Education—Expenditures reported
elsewhere in this report include both state and local dollars.
Here, we included only state expenditures when calculating
total children’s expenditures.

Health—Did not include expenditures for Public Hospitals
because it was not possible to determine how much of this
benefits children.
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Figure 9a
Children's Expenditures in Missouri Compared to
All Other Expenditures
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Total funding for children (federal and state), adjusted for inflation in $1,000s
% Change % Change
FY90 FY93 FY94 . FY95
FY90-FY95 | FY94-FY95
Income Support - _ 366.492 470.807 469.480 456,374 24.5% -2.8%
Cliild Care/Early Childhood Education 28,275 62,843 68.350 75.461 166.9% 10.4%
Elémentéry- Edication 3,120,651 3,157.363 | 3521784 | 3.299.837 5.7% -6.3%
Child Welfare:~ : 103.686 116,970 122.283 131.090 26.4% 7.2%
Juvenile Justice*. ) 17.738 20,418 21,503 25.516 43.8% 18.7%
Youth Deveiopment-. 58.122 55.782 55321 47.594 -18.1% -14.0%
Health = 0 209.533 362.841 441,180 490,507 134.1% 112%
Child. Nutritio 176.937 213.695 228934 236.495 337% 33%
Total Cliildren's Expenditures . 4081434 | 4460718 | 4928835 | 4.762.874 16.7% 34%
Total State Expenditures. 8,819.000 | 10,067.000 | 10,585.000 | 11,683.000 32.5% 10.4%
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Children’s Budget
Watch Expenditures,
Service Levels and
Need Indicators

The following chapters explore the programs in-
vestigated by the Children’s Budget Watch Project.
For each program, expenditures, service levels and
need indicators are documented. The potential
impact of federal welfare legislation on funding for
children’s services is also discussed. Where infor-
mation is available, the report compares Missouri’s
spending with that of other states. The source for
these comparisons is State Investments in Educa-
tion and Other Children’s Services: Fiscal Pro-
files of the 50 States, by the Finance Project in
Washington, DC The most recent year available
for that report for state comparison data was 1992.
Since then, the major factors that may have changed
Missouri’s rankings were Medicaid expansion and
growth in general revenue for education.
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Income
Support

xpenditures on income support programs
Eincreased from 1990 to 1994, but de-

creased in 1995 as a result of caseload re-
ductions. Missouri spends less than the national
average on cash assistance benefits. These ex-
penditures comprise only 2.4% of the total state
budget. The AFDC program will be eliminated
by the new federal welfare law and replaced with
a cash assistance block grant that includes strict
time limits and work requirements. Individuals
who qualify for assistance will no longer be guar-
anteed benefits. Food stamp benefits will also be
reduced, and the average Missouri benefit per
meal will decrease from 78 cents to -62 cents.
These provisions could throw an additional 17,000
Missouri children into poverty and leave them
without adequate food, shelter or child care.

Income support programs provide a safety net for -

Missouri’s poorest children. There is evidence that
child poverty is a growing problem. In 1990, 17%,
or 224,532 Missouri children, lived in poverty.
According to recent Current Population Survey
estimates, 21%, or more than one in five of the
state’s children, now lives in poverty. Children are
more likely than adults or seniors to live in chronic
poverty.

Chapter 5

Missouri spent $847 million on income support
programs in 1995, an increase of 32% in real dol-
lars from 1990, but a 1% decrease from 1994.

Aid to Families with
Dependent Children

Aid to Families with Dependent Children (AFDC)
spending decreased from $297 million to $279
million between 1993 and 1995. AFDC rolls de-
creased from a peak 092,217 families in 1994 to
89,429 in 1995. (Figure 10) Children comprise
69% of the AFDC caseload, and approximately
45% of these children are under the age of 6.

AFDC beneficiaries receive a maximum monthly
benefit of $292 for a family of three; Missouri ranks
38th nationally for the size of its benefit. The state’s
benefit levels have not increased since 1990, and
the buying power of these benefits has been greatly
eroded. Federal dollars account for approximately
60% of all AFDC expenditures.

Welfare-Related Work/Training
(FUTURES)

Missouri’s FUTURES program moves adult AFDC
recipients off the rolls through the provision of
education, job training and placement. Priority for
participation in the program is given to individuals
who have received benefits for 36 of the past 60
months, parents younger than 24 with no high
school education and little or no work history and/
or those who will lose eligibility within two years
because their youngest child is 16 years or older.
By federal law, Missouri is required to serve at least

Income Support

Adjusted Totals, in $1,000s

EY1994-. ° FY1995. | FY90:%4 FY 94—-95

AldtoFamihes wnh Depcndcmauldmn 260,736.6 2067652 293,960 2793100]  127%|  -50%
Welfare:Rélated Work/T (FUI"URES) 0.0 11.864.7 13,4205 17,594.9 31.1%
Child Sipport pelon 36.925.9 54.067.5 57,5534 620479  559% 7.8%
Eamed Income Tax Credit (ElTC) ' 176,344.5 308,677.3 4250732 NA|  141.0%

Food Stamp Program ~ © . 345.525.0 492.6654  493791.3 4882408]  429%|  -11%
Total Income Support* - - | 6431875 855,362.8  858.725.7 847.193.6)  335%|  -13%

*Total does not include EITC

213 25
BEST COPY AVAILABLE




Childrens Budget Warch Report

Figure 10
Number of Missouri Families
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20% of employable AFDC recipients in the FU-
TURES program.

Expenditures on FUTURES have expanded 48%
since 1993. Expenditures in 1995 were $17 mil-
lion, 63% of which were federal funds. The state
could increase the number of individuals partici-
pating in FUTURES if it were willing to increase
its investment in the program. In 1994, Missouri
received only 55% of its potential federal alloca-
tion because the state did not spend enough gen-
eral revenue dollars to meet the federal matching
requirements.

There were 6,910 FUTURES participants in 1995,
or 22% of all employable AFDC recipients. Of
these participants, 3,645 entered employment in
1995 at an average hourly wage of $5.59. The suc-
cess of FUTURES can only be gauged by examin-
ing how many graduates retain their jobs and have
long term success in staying off AFDC. To date,
no state evaluation of these outcomes has been
conducted.

Child Support Enforcement

Expenditures for the Division of Child Support
Enforcement increased by 68% between 1990 and
1995. The number of child support staff increased
significantly in recent years as the state made a
concerted effort to improve collections. The Divi-
sion collected $239.2 million in 1995, of which
$162.1 million went to non-AFDC ‘families and
$53.1 million went to the state for AFDC
recoupment, with a small monthly pass-through to
AFDC recipients. Despite efforts to improve col-
lections, only 37% of Division cases received any
payment in 1995. The child support enforcement
program is more than 80% federally funded.

Food Stamps

The food stamp program is 100% federally funded.
The program’s expenditures grew between 1990
and 1994, but decreased as caseloads fell between
1994 and 1995, to $488 million. Approximately
121,000 families with children receive food stamps.
The maximum monthly benefit for a family of 3 is
$313, or approximately $1.16 per meal per person.
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Because of Missouri’s large elderly population, the
portion of the caseload comprised of children (54%)
is less than the national average.

Earned Income Tax Credit

While it is not part of Missouri’s budget, the fed-
eral Earned Income Tax Credit (EITC) is included
in this report as a program that supports low-in-
come working families. Currently, a single parent
with two children who works full time at minimum
wage salary would earn only 68% of the federal
poverty level of $12,980. The EITC partially fills
the gap between minimum wage earnings and the
poverty line. Low-wage workers with more than
one child receive a maximum benefit of $3,556.
The EITC rewards work by increasing benefits as
total earnings rise, up to $8,890. In 1990, Mis- -
souri workers received $176 million in EITC cred-
its, and by 1994 that figure had grown to $425 mil-
lion. The EITC has become a recent target for fed-
eral budget cutbacks.

How Do Missouri’s Income
Support Programs
Measure Up?

Much has been said in the past two years about
recipients of AFDC and other income supports liv-
ing in luxury at taxpayers’ expense. The reality is
quite different. '

| Taken together, Missouri’s maximum
AFDC and food stamp benefits would only
bring a family of three to 56% of the fed-
eral poverty level.

] Three-quarters of AFDC recipients do not
live in subsidized housing and struggle to
meet their housing needs. The fair market
rent for a two-bedroom apartment in St.
Louis is $457, according to Housing and
Urban Development - well beyond the
reach of a single mother with two children
who receives a monthly check of $292.

n AFDC benefits comprised only 2.4% of
Missouri’s total expenditures in 1995 -
below the national average of 2.9%.
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n Missouri spends 13 cents per $100 of per-
sonal income on AFDC benefits. Our
model taxpayer who earns $40,000 would
pay $52 per year in state taxes to pay for
the AFDC program.

n Missouri spent $157 per poor person on
AFDC benefits in 1992 - a decrease of al-
most 7% from 1985, and 49% below the
national average of $305. (Figure 8)

Impact of Federal Welfare Law

The AFDC program will be terminated by the new
welfare law. States will receive a Temporary As-
sistance to Needy Families (TANF) block grant,
with the requirement that they continue to spend at
least 75% of current matching general revenue
dollars on assistance to needy families. States must
maintain 100% of their current funding level if they
want to access the contingency fund set aside for
economic crises such as recessions.

The entitlement status, or the right of every indi-
vidual who qualifies for benefits to receive them,
will end. Strict time limits for receipt of benefits
will be enforced. The focus will be on moving
individuals off the welfare rolls and into jobs, but
no additional training dollars will be provided. In
1997, 25% of the new TANF caseload must be
working at least 20 hours per week; by 2002, 50%
of the caseload must work at least 30 hours per
week.

The TANF block grant funding is level for six years,
beginning in 1997. By 2002, Missouri will receive
almost $37 million less from the federal govern-
ment than it would have under the old AFDC sys-
tem.

The food stamp program escaped the block grant
fate, but will be cut by more than $23 billion na-
tionally over the next six years. A substantial por-
tion of the savings will derive from 20% benefit
cuts that will affect nearly all recipients, including
families with children. This is the equivalent of
reducing the average Missouri food stamp benefit
from 78 cents to 62 cents per meal.
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The Low-Income Home Energy Assistance Pro-
gram (LIHEAP), which provides heating assistance
payments, crisis assistance and weatherization ser-
vices to low-income households, was 100% feder-
ally funded in Missouri at $28 million in 1995. This
program promotes housing stability. It was cut by
$419 million at the federal level for 1996, putting
another potential stress on needy families.

How will these changes impact Missouri’s poor
children, who comprise 69% of the AFDC popula-
tion? How likely is it that their parents will be
able to find employment that pays a living wage?
Currently, only 22% of all “employable” AFDC
recipients are in the FUTURES program - how will
the state handle the increased work requirements
without sufficient federal resources for training and
child care? How will transportation systems be
improved to link workers with jobs?

Almost half (45%) of the children whose families
receive AFDC payments are under the age of six.
Who will provide child care for these children when
their parents are required to work? How will their
lives be adversely affected if they lose benefits due
to the enforcement of time limits? Will the federal
legislation push even more Missouri children into
poverty, putting them at risk for illness, injury, crime
victimization, school failure and adolescent preg-
nancy? What will Missouri do to craft a state safety
net to replace the one that the federal government
is shredding?
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Elementary
and Secondary
Education

issouri’s largest expenditure for chil-

dren is the public education system.

The disparity between Missouri’s rich-
est and poorest school districts is unacceptably
high, because of the strong dependence of schools
on local revenue. Missouri has made a commit-
ment to education reform through SB380, the
Outstanding Schools Act of 1993. As of 1995, it
was too soon to see improvement in funding in-
equities. Missouri’s per pupil expenditures prior
to SB380 were 11% below the national average.
The impact of the federal welfare law will be felt
indirectly by the public school system, as more
children may need supportive or remedial ser-
vices. -

Missouri’s Caring Communities program is an
example of flexible funding that holds the prom-
ise of improved access to and delivery of services
to children. However, the state needs to evaluate
the program and document how children and
families benefit from its school-linked services.

Chapter 6

Education is the single biggest expenditure for chil-
dren in Missouri, and at 39%, the biggest slice of
the general revenue budget pie. No other system
has such a large impact on our children. Almost
800,000 children sit in public school classrooms
in Missouri every day. A successful education pre-
pares them for productive employment or higher
education. If they fail in school, however, they
will be at high risk for unemployment, delinquency
and early parenthood.

Missouri spent $5.1 billion on kindergarten through
grade 12 education in 1995, a 13% increase from
1990. Approximately 6% of these funds were fed-
eral. The remainder were state and local.

It is important to examine the split between state
and local education funds. Because local educa-
tion revenues are based on property taxes, states
that rely heavily on local revenues tend to have
greater disparities in spending among school dis-
tricts. State aid redistributes resources from
wealthy districts to poor ones.

In 1992, state dollars accounted for 40% of total
education expenditures in Missouri, significantly
below the national average of 46%. Localities con-
tributed 54%, above the national average of 47%.
Although the state share of education funding has
risen since 1970, and the local share has decreased,
(Figures 11a and 11b) Missouri’s greater than av-
erage reliance on local revenues contributes to great
disparities in school spending.

Elementary and Secondary Education

Adjusted Totals, in $1,000s

44982374 4,730,728  4,867,783.7 5,070,145.6 . .
319,963.0 361,637.1 386,267.9 406,486.9 20.7% 5.2%
70,3349 92,0734 98,9634 100,658.3 40.7% 1.7%
4,888,535.3 5184,433.3  5,353,015.0 5,577,290.8 9.5% 4.2%
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Figurella
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Figure 12
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Caring Communities
Unadjusted totals, in $1,000s
| . FY 1995 FY 1996
Departments " | Expenditure Approprlatlon
Social Services .~ ¢ 948.3 8,206.0
Elementary &. Secondary Educatlon 366.6 4,025.0
Mental Health 1,489.3 5,882.2
Health™ 0.0 3,655.0
: Labor & Industrlal Relatlon : 0.0 500.0
Total Caring Communities 2,804.2 22,268.2
BEST COPY AVAILABLE

ERIC

Aruitoxt provided by Eic:

20 31



Childrens Budget Watch Report

Judge Byron Kinder, in 1992, ruled that Missouri’s
foundation formula for distributing state revenue
to schools did not meet equal protection provisions
of the U.S. Constitution. In 1993, Governor
Carnahan made education reform his top legisla-
tive priority, and SB380, the Outstanding Schools
Act, was passed. SB380 provided an additional
$330 million of state revenue for education in 1995,
primarily by limiting the deductibility of federal
income tax payments for both individuals and cor-
porations. Of that total, $178 million was used to
revise the foundation formula, with smaller expen-
ditures for quality improvements such as reducing
pupil/teacher ratios, new technology, Parents as
Teachers, A+ schools and Vo-Tech grants. SB380
also raised the minimum local property tax levy
required for school districts.

Missouri’s revised foundation formula should de-
crease the disparity between rich and poor districts.
One would expect that, as SB380 is implemented,
the difference between the median per pupil ex-
penditure (which is nort affected by high or low
extremes) and the average per pupil expenditure
(which is affected by extremes) would decrease.
In 1990, the average expenditure was $3,982, 17%
higher than the median expenditure. In 1995, one
year after the implementation of SB380, the aver-
age expenditure was $4,917, 25% higher than the
median. (Figure 12) Appropriations for founda-
tion formula are projected to increase five fold by
1997, and advocates should expect that the me-
dian and average will be much closer by then.

Special Education

More than 119,000 Missouri children through age

21 received special education services in 1995, at .

a cost of $406 million. This program is funded at
a slightly higher federal rate, 12%, than K-12 edu-
cation. Special education expenditures have in-
creased 27% since 1990.

Chapter I

Chapter I federal funds provide services for dis-
tricts with large percentages of low income stu-
dents. More than 125,000 students were served by
Chapter I programs in 1995, at a cost of more than
$100 million.
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Caring Communities

The Caring Communities program began in 1989
as a pilot that blended funding from five depart-
ments - Social Services, Health, Mental Health,
Elementary and Secondary Education and Labor/
Industrial Relations - in a school-based initiative
that provided services for children and their fami-
lies. Beginning in two sites, rural Knox/Schuyier
Counties and urban Walbridge School in St. Louis
City, Caring Communities has now expanded to
60 sites across the state. Appropriations for 1996
show a dramatic increase over 1995 expenditures,
reflecting recent program expansion. (Figure 13)

While the Caring Communities model holds much
promise for improving access to services for chil-
dren, it also demonstrates the ambiguity of merg-
ing funding streams and the need for an account-
ability mechanism. It is difficult to discern dis-
crete services provided under the Caring Commu-
nities expenditure, and this difficulty is likely to
occur in other areas as more block grants and flex-
ible funding streams are utilized. Given the sig-
nificant program expansion between 1995 and
1996, more information needs to be provided to
the public about outcomes for children under this
school-linked system.

How Do Missouri’s Education
Programs Measure Up?

Missouri’s education expenditures before the en-
actment of SB380 were not encouraging. In 1992,
Missouri ranked 32nd for expenditures per pupil,
11% below the U.S. average. The state’s spending
on education, $3.87 per $100 of personal income,
ranked 43rd. Because state comparisons are usu-
ally not available for several years, it is too early
to tell how SB380 has impacted Missouri’s national
ranking for these important education indicators.

Impact of Federal Welfare Law

Because federal funds comprise only 6% of
Missouri’s elementary and secondary education
expenditures, changes at the federal level will be
felt in more indirect ways. Some federal educa-
tion enhancement programs, such as Goals 2000
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and Safe and Drug Free Schools, have been tar-
geted for reduction in recent federal budgets. But
the real impact will be felt by the number of chil-
dren who attend school hungry because their food
stamps were reduced, tired because they slept in
homeless shelters after their cash assistance was
terminated, and ill-prepared to learn because they
spent their early childhood in poor quality child
care. This will put pressure on school districts and
the state to provide more supportive and remedial
services and could lead to more pressure on the
state general revenue budget.
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otal health expenditures more than

doubled between 1990 and 1995, largely

because of Medicaid growth. While Med-
icaid has increased the state’s budget, it has also
enabled funding of a variety of health and social
services. Missouri is in the process of implement-
ing a statewide Medicaid managed care program
for certain eligible populations. This may curtail
program costs. There are potential benefits to a
managed care Medicaid program. However, ac-
countability is needed from providers under this
system to ensure that children’s health does not
suffer and that children with disabilities receive
appropriate treatment.

Another significant source of health funding is
the Maternal and Child Health block grant. In-
creased family planning funds under this program
represent a positive example of state commitment.
Missouri’s Medicaid spending per child is below
the national average. Maternal and Child Health
block grant spending is above the national aver-

Chapter 7

age. The welfare law maintains Medicaid’s en-
titlement status and the current eligibility rules
Jor AFDC-related families.

Health is the second largest expenditure category
in Missouri, topped only by elementary and sec-
ondary education. The health status of Missouri’s
children has improved in recent years; infant mor-
tality rates are down, and prenatal care rates are

up.

Yet in many areas Missouri lags behind the nation.
Missouri’s teen birth rate, while showing signs of
decreasing, is still unacceptably high. More than
175,000 of the state’s children do not have health
insurance. Public officials were justifiably outraged
by a recent Centers for Disease Control survey that
ranked Missouri 49th on the percent of 3 year olds
who were properly immunized. The Missouri leg-
islature responded by passing a 1996 law that man-
dates insurance coverage of immunizations and
allows parents to delegate permission to other re-
sponsible adults to bring their children in for in-
oculations.

Medicaid

Medicaid spending on children accounted for $391
million in 1995, an increase of 110% from 1990.
Medicaid is approximately 60% federally funded.
While increased Medicaid spending has been a

Health
Adjusted Totals, in $1,000s !
' % Change | % Change
FY'1990 FY 1993 FY 1994 FY 1995 FY 90-94 | FY 94-95
Total Children's Medicaid. 185,455.0 278,581.4 340,572.9 391,071.0 83.6% 14.8%
Maternal & Child Health Program 19,101.7 21,950.5 24951.1 21,4139 30.6% -14.2%
Maternal and Child Health Family Planning 285.2 1,258.0 1,969.0 2,649.2 590.4% 34.5%
Medicaid Family Planning 3,862.8 6,729.6 10,226.1 12,149.6 164.7% 18.8%
Part H Early-Intervention - First Steps 1,113.6 2,598.2 3,2479 4,670.0 191.7% 43.8%
Alcohol/Dnig Abuse Treatment: . N/A 4,880.5 3,585.4 4,458.8 24.4%
Seriously Emotionaily Disturbed ) N/A 26,674.9 33,764.1 32,346.5 -4.2%
Mental Retardation/Developmental Disabilities N/A 21,4257 248324 24.397.1 -1.8%
Public Hospitals : . 22373 2,082.9 2,026.7 1,293.1 -9.4% -36.2%
Total Health r 211,770.4 364,923.7 443,206.6 491,800.0 109.3% 11.0%

o - BEST COPY AVAILABLE
34




Children s Budget Watch Report

strong factor in Missouri’s budget growth, it has
also provided reimbursement for a variety of
children’s programs ranging from health to child
welfare and has helped the state leverage more fed-
eral dollars. '

In 1995, 327,690 children were enrolled in Medic-
aid but only half of the enrolled children received
services. In addition, it is estimated that up to 30%
of Missouri’s uninsured children are eligible for
Medicaid but have not enrolled. While children
comprise 55% of all Medicaid enrollees, they are
only responsible for only 19% of the expenditures.
Medicaid is often labeled as “health care for wel-
fare recipients,” but more than half of Medicaid
children have parents who are in the labor force.

Missouri is gradually implementing a managed care
program for many of its child Medicaid recipients.
The state contracts with Health Maintenance Or-
ganizations (HMOs) to provide services to children
on a capitated basis. Medicaid recipients must
choose a primary care provider, who serves as
gatekeeper to monitor their access to health care.
The Managed Care Plus (MC+) program will soon
be statewide, but in 1995 only 14% of aill Medic-
aid children were enrolled in managed care orga-
nizations. While MC+ has its critics, its principle
of one primary care provider for each child holds
promise for better coordination of, and access to,
primary care. Currently, only one of every five
eligible Medicaid children receives Early Periodic
Screening, Diagnosis & Treatment (EPSDT) ser-
vices, and only one of every five children receives
dental care. As managed care becomes the norm
throughout the state, HMOs must be held account-
able to ensure that these figures increase, rather
than decrease due to cost constraints.

Another major issue as MC+ expands is the provi-
sion of services to children with disabilities. While
individuals with “permanent and total” disabilities
continue to receive Medicaid on a fee-for-services
basis, special needs children in AFDC households
and those receiving SSI benefits are enrolled in
MC+. Concern has been expressed that these chil-
dren are experiencing difficulties accessing appro-
priate services. Specialty services, in general, are
more problematic than primary care for all MC+
recipients.

ERIC

IToxt Provided by ERI

34

The projections that Medicaid managed care will
cut costs may be unrealistic. The proposed 1997
Missouri budget estimates a $37 million savings
as a result of “more effective delivery of services
through managed care.” Most health care experts
believe that cost savings for Medicaid managed care
in the long run may be minimal and must be
weighed against increased expenses needed to pro-
vide adequate services, such as transportation and
outreach efforts, to low-income populations.

Medicaid also provides funding for family plan-
ning services. Family planning expenditures have
more than tripled since 1990, to $12 million. Cur-
rently, 12,700 women receive these services every
month.

In 1993, the Missouri legislature passed HB564, a
health services reform bill. The law encourages
school districts to act as Medicaid providers to
deliver or coordinate primary and preventive care,
as well as Medicaid childhood screening and treat-
ment services. In 1995, $1.3 million was spent on
school-based Medicaid health care. A priority goal
of this funding is to hire at least one school nurse
in every district.

Maternal and Child
Health Block Grant

The Maternal and Child Health (MCH) block grant
pays for preventive health screenings, primary
health care services, dental services, outreach and
prenatal care to low-income women and children
who are not Medicaid eligible. MCH block grant
family planning funds provide screenings for sexu-
ally transmitted diseases, physical exams and con-
traceptives to approximately 33,000 women every
year. Expenditures for the MCH block grant in-
creased 31% from 1990 to 1994, but decreased by
14% in 1995. Family planning dollars, however,
have grown from $285,000 in 1990 to $2.6 million
in 1995, largely as a result of Governor Carnahan’s
initiative. Federal funding accounts for 57% of
the total MCH block grant, but increased state con-
tributions have lowered the federal share to 51%
for family planning services.

35



Mental Health and
Developmental Disabilities

Services for children with emotional disturbances,
mental retardation, substance addiction and devel-
opmental disabilities are provided primarily by
Department of Mental Health. Department of El-
ementary and Secondary Education funds the First
Steps program, which provides services for infants
and young children with developmental delays.
Expenditures for the First Steps program, currently
almost 75% federal, quadrupled between 1990 and
1995. More than 2,400 children under the age of
four were served in 1995.

Department of Mental Health provides services
through its Alcohol/Drug Abuse, Comprehensive
Psychiatric Services and Mental Retardation/De-
velopmental Disability divisions. Expenditures for
alcohol/drug abuse programs, which served 2,670
children and youth in 1995, decreased 9% from
1993 to 1995. Federal funds account for approxi-
mately 45% of this division’s expenditures. -

State general revenue funds 92% of the Compre-
hensive Psychiatric Services division, which pro-
vided services to almost 9,000 children with seri-
ous emotional disturbances. These expenditures
increased 21% from 1993 to 1995, primarily be-
cause of increased expenditures on community pro-
grams. Mental Retardation/Developmental Dis-
abilities services were provided to more than 7,000
children at a total cost of $24.4 million. Expendi-
tures increased by 14% during the same period,
reflecting a decrease in community-based dollars
but an increase in residential treatment dollars.
Federal funds contribute approximately one-fourth
of this division’s budget for children.

How Do Missouri’s Health
Programs Measure Up?

While Medicaid spending per poor person almost
doubled between 1985 and 1992, Missouri spends
only 66% of the national average per enrolled child.
Only 4 states spend less per child. Maternal and
Child Health block grant spending per poor person
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in 1992 was actually 3% above the national aver-
age. (Figure 8)

Impact of Federal Welfare Law

The Medicaid program is touted as a budget buster,
and federal legislation that block grants the pro-
gram has been considered. A proposal earlier this
year would have cut back Medicaid eligibility dra-

- matically and limited the number of services that

the state must provide. To date, President Clinton
has protected the Medicaid program because of his
health care reform interest. The recent welfare law
maintains current Medicaid eligibility rules for
AFDC-related families, even if they are no longer
receiving cash assistance under a state’s new wel-

fare program. States may terminate Medicaid for

cash assistance recipients who are sanctioned for
their “refusal to work,” although children and preg-
nant women are exempt from this provision. It is
likely that program expenditures will not be allowed
to grow as rapidly as in the past, ensuring that cost
containment efforts, including utilization of man-
aged care, will continue.
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Figure 14
Child Nutrition Programs
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Child
Nutrition

hild nutrition programs are almost en-
‘ tirely federally funded in Missouri, with
the exception of the school lunch pro-
gram. Almost half of poor children eligible for
WIC benefits do not receive them. Eligible women
and infants are more likely to be served. Mis-
souri received high marks for its efforts to pro-
mote the school breakfast program. The sum-
mer food program only provides meals to a frac-
tion of the children who participate in the lunch
program during the school year. The federal wel-
fare law decreases reimbursement rates for the
child care food and summer food programs. As
children lose AFDC benefits and receive fewer
food stamp benefits, we can expect more demand
for child nutrition programs.

Children need proper nutrition in order to grow and
learn, Undernutrition can permanently retard

Chapter 8

growth, brain development and cognitive function-
ing. Poor children who attend school hungry per-
form significantly worse than their non-hungry
peers on standardized tests, Public child nutrition
programs are an exampie of an investment in chil-
dren that can have long-term positive results.

Spending on child nutrition programs in Missouri
increased by 33% between 1990 and 1995. Al-
most all of the $236.5 million nutrition funding is
federal, with the exception of a small state contri-
bution to the school lunch program.

Special Supplemental Nutrition
Program for Women Infants
and Children (WIC)

The WIC program provides nutrition education,
supplemental foods and health and social referrals
to low-income women, infants and children. Indi-
viduals must be certified “at nutritional risk,” and
the household income must be at or below 185%
of the poverty level. Expenditures on WIC in-
creased by 39% from 1990 to 1995, to $105 mil-
lion. There were almost 130,000 recipients in Feb-
ruary 1996; however, funding does not cover all
eligibles. While 100% of eligible infants in Mis-
souri participate in WIC, only 89% of eligible
women and 55% of eligible children receive ben-
efits.

Child Nutrition

Adjusted Totals, in $1,000s

' % Change | % Change

FY 1990 FY 1993 FY 1994 FY 1995 FY 90-94 | FY 94-95
WIC 75,491.2 91,771.8 100,159.3 105,030.4 32.7% 49%
Schoo! Breakfast Program 9,132.8 15,348.1 17.411.4 18,453.8 90.6% 6.0%
Schoo! Lunch Program 67,404.9 74,409.2 76.093.0 77,930.2 12.9% 2.4%
Summer Food Program 0.0 0.0 3,056.0 3.011.8 -14%
Child Care Food Program 19,013.7 26,075.8 27,895.5 29,627.6 46.7% 6.2%
Emergency Food Assistance Program 5,893.8 6,090.4 43184 2.440.9 -26.7% -43.5%
Total Child Nutrition 176,936.4 213,695.3 228,933.6 236,494.7 29.4% 33%

BEST COPY AVAILABLE
Q : 3 8

37




Children's Budget Watch Report

School Meal Programs

All of Missouri’s schools participate in the free and
reduced-price school lunch program, which serves
221,000 children daily. Children who live in homes
with family incomes below 130% of the poverty
line are eligible for free lunches; those in homes
with incomes between 130% and 185% are eligible
for reduced-price lunches. Expenditures on the
program increased 15.6% between 1990 and 1995,
to $78 million.

The school breakfast program, which has the same
eligibility criteria as the lunch program, is avail-
able in 79% of Missouri’s schools and is used by
91,000 students. In a recent survey by the Food
Research and Action Center, Missouri ranked
among the top states for its efforts to promote the
school breakfast program. Missouri statute man-
dates that ail schools with 20% or more of their
students eating free or reduced-price lunches must
offer the breakfast program. Expenditures on the
program doubled between 1990 and 1995, to $18.5
million.

Summer Food Program

When school is not in session, how do low-income
children get nutritious meals? The summer food
program provides meals through recreation and
education programs. Approximately 25,000 chil-
dren are served daily in 440 sites across the state.
Expenditure figures for this program are only avail-
able since 1993, when the Department of Heaith
took over administrative duties from USDA Re-
gional Offices. Since then, expenditures have de-
creased 1%, to $3 million. The summer food pro-
gram serves only 11% of the children who receive
free or reduced-price lunches.

Child Care Food Program

Approximately 43,000 young children receive nu-
tritional support through the child care food pro-
gram, which provides reimbursement to 3,500 li-
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censed child care facilities. Expenditures increased
by 56% between 1990 and 1995, to $29.6 million.

How Do Missouri’s Child
Nutrition Programs
Measure Up?

Missouri compares favorably with other states for
school breakfast program participation. Nation-
ally, 68% of schools participate in the program,
compared to Missouri’s rate of 79%. (Figure 14)
The percent of children participating in the lunch
program who also receive breakfasts (41%) is com-
parable to the national average of 39%.

Missouri’s summer food program does not mea-
sure up as well. Average daily attendance grew
22% between 1994 and 1995, while on a national
level attendance fell by 3%. However, the number
of summer food sites in Missouri decreased by 11%
during this same period, while the national num-
ber remained stable. In Missouri, only 11% of chil-
dren ‘receiving school lunches also participate in
the summer food program, which is below the na-
tional average of 16%.

Impact of Federal Welfare Law

- The 1994 Contract with America proposed block

granting child nutrition programs. Luckily that
proved to be an unpopular political idea. No one
wanted to be accused of taking food directly from
the mouths of babies and children. The new strat-
egy is more indirect; the welfare law cuts $2 bil-
lion from the national child care food program by
reducing reimbursement rates for some day care
homes and eliminating training and outreach re-
sources. The law also cuts summer food program
lunch reimbursement rates from $2.16 to $1.97 per
meal. If more children are hungry because they
lose AFDC eligibility and their food stamp ben-
efits decrease, we can expect more pressure on
supportive nutrition programs such as school lunch
and WIC.
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Child
Protection

xpenditures to care for abused and ne-

glected children increased 26% from

1990 to 1995, as the number of child abuse
victims climbed. Missouri has been creative in
its financing of child protection services, maxi-
mizing federal dollars and investing them in in-
novative programming. Stagnant administrative
expenditures reflect stresses felt by caseworkers,
including low wages and high caseloads. While
it is difficult to determine the total expenditures
on child abuse prevention, they appear to be de-
clining and are minor compared to treatinent ser-
vices where abuse has already occurred or is likely
to occur. Missouri’s child protection expenditures
per poor person were below the national average.
Child protection entitlements appear safe from
federal changes, but the increasing number of
poor children will put pressure on an already over-
burdened system.

Missouri’s child protection system serves the most
vulnerable children - those who have been abused
or neglected by their caregivers. It is a tragedy
that the number of “probable cause” (confirmed)
child abuse and neglect victims increased 11% be-

Chapter 9

tween 1991 and 1994. (Figures 15a and 15b) To-
tal Missouri expenditures on child protection were
more than $131 million in 1995, an increase of 26%
from 1990. Federal dollars accounted for approxi-
mately half of all child protection expenditures,
with the federal share ranging from 28% for pre-
vention to 99% for group homes.

In the past few years, Missouri utilized a reinvest-
ment strategy to maximize its federal dollars. Child
protection services often are funded through un-
capped federal match programs such as Title IV-A
Emergency Assistance and Title IV-E Foster Care
and Subsidized Adoption. Missouri retrospectively
examined its child protection caseloads and sub-
mitted claims for additional federal dollars. These
funds were reinvested in alternate programming.
During 1993, the peak year for this strategy, $14
million was reinvested into child protection pro-
grams.

Missouri has earned a strong national reputation
for its innovations in child protective services, such
as the recent SB595 pilot program. This pilot, op-
erating in sixteen Missouri counties, uses a family
assessment method for less severe incidents of sus-
pected child abuse and neglect, instead of the tra-
ditional investigative approach. Division of Fam-
ily Services workers are encouraged to develop
stronger ties with community organizations to build
resources that strengthen families. The SB595 pi-
lot is in its second year of operation and is being
independently evaluated to determine if the goals
of protecting children and strengthening families
are being met.

Child Protection
Adjusted Totals, in $1.000s AR
% Change | % Change
Goneral g FY 1990 FY 1993 FY_ 199:4 ' FY 1995 FY 90-94 | FY 94-95
. 40,033.6 38.0488 39.029.71 39.419.8 -1.U% “0.a7%
Training 4372 628.8 634.4 744.6 45.1% 17.4%
System Reform .00 326.6 692.8 963.8 39.1%
Child Abuse Prevention Services 383.6 2.428.2 2.611.6 2,324 4 580.8% -11.0%
Family Preservation/Family Suppon ;481.2 5.740.5 6.736.5 7.006.4] 1299.9% 4.0%
Children's Treatment Services 12,877.2 11.486.5 7.871.4 9.336.3 -38.9% 18.6%
Adoptive Subsidies and Services 9,234.3 14.650.9 15.423.4 16.006.2 67.0% 3.8%
Alternative Care 40,239.1 43.659.7 48.683.4 55.228.6 21.0% 13.4%
Total Child Welfare 103,686.2 116,970.0 122.283.2 131,090.1 17.9% 12%
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Figure 15a

Number of Child Abuse and Neglect
Victims in Missouri
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Figure 15b
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Figure 16

Missouri Division of Family Services
Average Caseloads for Direct Service Workers, FY9%4
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Figure 17

Number of Missouri Children
in Out-of-Home Placement, FY91-FY95
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Administration and Training

Expenditures on child protection administration,
which include Division of Family Services case-
worker salaries, decreased 1.3% between 1990 and
1995. Missouri’s case workers do not have an easy
task. The annual salary for an entry level child
~ services worker is $19,932 -comparable to the sal-
ary of a beginning laundry manager, locksmith or
heavy equipment operator, and 6% lower than the
salary for a refrigerator mechanic, seed and feed
inspector or animal health enforcement officer. Yet
we ask these workers to make critical, life and death

decisions every day and castigate them when they -

are not infallible. Their caseloads are high. The
average caseloads in Missouri far exceed Child
Welfare League of America standards. (Figure 16)

Training expenditures, while small, have increased
70% since 1990. Federal funds have become in-
creasingly important in this area and now comprise
88% of the $745,000 expenditure.

Child Abuse
Prevention Services

It is difficult to document the exact amount spent
on child abuse prevention. Some of the children’s
services casework and children’s treatment services
expenditures can be considered prevention, al-
though probably not primary prevention. The $2.3
million included in this report is made up of two
different funding streams - federal Child Abuse and
Neglect grants and the state Children’s Trust Fund.

Both streams increased between 1993 and 1994,

but decreased in 1995. Missouri, like most states,
spends much more on back-end crisis services
where abuse is already happening or is likely to
occur than on front-end prevention programs.

Family Preservation Services

Missouri was one of the Family Preservation Ser-
vices (FPS) pioneer states and one of the first to
bring FPS statewide. More than 4,800 children
were served in Family Preservation and Families
First programs run by the Departments of Social
Services and Mental Health in 1995. FPS have
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grown since 1993 primarily because of the passage
of federal legislation, and are now almost 60% fed-
erally funded. Family Preservation Services have
become an increasingly popular target for child
protection critics.

Children’s Treatment Services

Children’s Treatment Services (CTS) funds are
used to purchase a variety of services for families
and children who have been identified as abused

- or neglected, or atrisk for abuse and neglect. These

services include family therapy, individual and
group counseling, home-based services, transpor- -
tation, day care, crisis nursery, family reunifica-
tion, crisis intervention and others. The services
are all purchased from third party providers. There
is no comprehensive record of the number of chil-
dren who received CTS or the types of services
they received. CTS funding decreased by almost
40% between 1990 and 1994. These services to
children continued, but were billed to Medicaid
instead of to CTS, in order to draw down more
federal dollars. The state spent more than $9 mil-
lion on CTS in 1995.

Alternative Care

In the most serious abuse and neglect cases, where
the safety of the child can no longer be assured, an
out-of-home placement is made. The number of
children in out-of-home care has increased 23%
since 1991. (Figure 17) In 1995, more than 14,000
children lived in foster homes, group homes or resi-
dential facilities. Total alternative care expendi-
tures increased by 37% between 1990 and 1995,
to $55 million. Missouri spent $3,867 per child in
alternative care in 1995. -

More than half (54%) of the children entering out-
of-home care are placed in a foster home. Foster
care expenditures have increased 68% between
1990 and 1995, to more than $24 million.

Seventeen percent of children entering alternative
care are placed in group homes and residential care.
Residential care expenditures, at $29 million, have
increased 17% between 1990 and 1995, and the
federal share during the same period jumped from
9% to 41%.
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Adoption Subsidies and
Services

Of the total alternative care population, 1,281 chil-
dren were available for adoption during 1995.
Forty-two percent of these children (538) were
adopted. The adoption subsidy program for fami-
lies adopting special needs children includes
monthly maintenance payments, Medicaid cover-
age, special medical payments and on-going ser-
vices as needed. Expenditures on adoption subsi-
dies increased 73% between 1990 and 1995, to $16
million, with the federal share increasing from 32%
to 40%.

How Do Missouri’s Child
Protection Programs
Measure Up?

Missouri’s expenditures on foster care per poor
person increased 82% between 1985 and 1992, but
at $41 they remain 24% below the national aver-
age. Adoption expenditures of $5 per poor person
and child protection expenditures of $2 per poor
person were only slightly below the national aver-
age. (Figure 8) Altogether, spending on child pro-
tection services cost the average taxpayer approxi-
mately $16 a year in state taxes.

Impact of Federal Welfare Law

When the Contract with America was first dis-
cussed in late 1994, its proponents suggested that
the children of parents who were denied welfare
benefits under new time limits and other constraints
would be placed in a modern network of orphan-
ages if the parents couid no longer care for them.
At one point, federal legislation that block granted
almost all child protection entitlement services was
proposed. However, block grant proponents soon
learned that Americans do not feel comfortable with
the idea of putting abused and neglected children
further at risk - or splitting up families simply be-
cause they are poor. At this point, foster care main-
tenance and adoption assistance will continue as
entitlement programs. The increasing number of
poor children will put more pressure on an already
overburdened child protection system. Prevention
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dollars, already minimal, will likely become more
scarce as resources continue to be directed to those
most in need and in crisis. Missouri’s Caring Com-
munities program will slowly expand, but advo-
cates and others will demand dccountability and
documentation of its successes as funding for ser-
vices becomes scarce.
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Early Childhood

Chapter 10

same low-income worker’s budget. Subsidized
child care programs maintain these families in the
workforce.

Early education programs are key components of
school readiness among young children. Poor chil-
dren who receive Head Start services are more
likely to succeed in their early school-age years.

The Parents as Teachers program, which provides

C are and parent education and screening services for all chil-

] dren through age five, has been linked to educa-
Education S

issouri’s child care landscape has
Mchanged dramatically since 1990.

New federal matching child care pro-
grams assist families in the FUTURES program,
families exiting welfare and families at-risk of
turning to welfare because of child care costs.
Missouri’s welfare-related child care expenditures
are below the national average. The federal wel-
fare law will put enormous pressure on a child
care system that is already unable to meet the need
of all low-income families.

Missouri’s Parents as Teachers program is a na-
tional model for home-based early childhood edu-
cation and represents an area in which the state
has made a strong commitment to children.

Two-thirds of Missouri’s women with children
under the age of six are in the workforce; the ma-
jority of these children need safe, affordable, qual-
ity child care. But child care that meets these stan-
dards is rare and expensive; low-income families
pay almost 25% of their annual income for child
care. The average cost of full-time day care for
one infant at a child care center, according to a
Department of Social Services 1994 survey, was
$119.50 per week, 70% of the weekly income for
a full-time minimum wage worker. The cost to
care for a preschooler is $88 per week, 52% of the

tional achievement as well.

Missouri spent $132 million on early childhood
education and child care programs in 1995, more
than double the amount spent in 1990. Much of
this increase is attributed to the initiation of sev-
eral federal child care programs for low-income
families.

Welfare-Related Child Care
and Child Care for
Low-Income Families

In 1990, Missouri’s only subsidized child care pro-
gram was Income Maintenance/Income Eligible
(IM/IE), which assisted AFDC parents who were
working, in job training or incapacitated, as well
as low-income working parents not on AFDC. This
program was 90% state funded. Total expenditures
in 1990 were $15.7 million.

The financing of child care services expanded with
the addition of new federal programs in the ensu-
ing years. In 1990, child care services began to be
provided to FUTURES participants. That same
year, the Transitional Child Care program, provid-
ing one year of child care assistance to parents who
were exiting AFDC, began operation. The follow-
ing year, two new programs began providing ser-
vices to Missouri families: the At-Risk program,
for low-income working families who were at risk
of entering AFDC because of child care costs, and

Early Childhood Care and Education
Adjusted Totals, in $1,000s

) . % Change | % Change

. FY 1990 FY 1993 FY 1994 FY 1995 FY 90-94 - FY 94-95
Welfare-Related Child Care 15,686.8 31,189.2 © 36,863.8 41,627.6 135.0% 12.9%
Social Services Block Grant Child Care 0.0 92.5 417.4 929.9 122.8%
Head Start . . : 30,649.0 48,200.9 57,525.3 56,639.2 87.7% -1.5%
Child Care Development Block Grant 0.0 17,218.2 16,660.1 16,872.1 1.3%
Parents As Teachers 12,588.0 14.342.7 14,408.9 16,030.9 14.5% 11.3%
Total Early Childhood.Care & Education 58,923.8 111,043.5 125,875.5 132,099.7 113.6% 4.9%
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the Child Care and Development Block Grant pro-
gram (CCDBG), for low-income working parents
with annual incomes below $20,000. All of these
programs had a much higher federal match rate than
IM/IE and were thus more attractive for the state
to operate. However, all four of these programs
allowed families the choice of either a licensed or
unlicensed child care provider, leaving the issue
of child safety and quality outside of state over-
sight.

Missouri spent $41.6 million in 1995 on FU-
TURES, Transitional and At-Risk child care, an
increase of 33% between 1993 and 1995. These
programs received more than half of their funding
from federal sources. The CCDBG, which also
includes a designated portion of dollars for quality
improvements such as resource and referral sys-
tems, is 100% federally funded. Expenditures for
this program have decreased by 2% in real dollars
between 1993 and 1995.

More than 37,000 children were served by FU-
TURES, Transitional and At-Risk programs in
1995. Another 10,000 were served through direct
subsidies in the CCDBG. Yet the state maintains a
waiting list of more than 6,000 children, primarily
for the At-Risk and CCDBG programs.

Head Start

Missouri’s Head Start program served 14,700 chil-
dren in 1995. Expenditures flow directly from the
federal government to sites and are not reflected in
Missouri’s annual budget. Expenditures increased
by 88% between 1990 and 1994 because of fed-
eral legislation that expanded the program, but de-
creased slightly between 1994 and 1995. The cur-
rent level of spending is $56.6 million. According
to the KIDS COUNT in Missouri 1996 Report,
funding is sufficient for approximately 44% of all
three and four year-old eligible children to attend
Head Start.

Parents as Teachers

Parents as Teachers (PAT), a national program de-
veloped in Missouri, provides parent education and
screening for developmental delays in young chil-
dren through all public school districts. State gen-
eral revenue expenditures on the program have in-
creased by 27% in real dollars between 1990 and
1995, to a current level of $16 million. In 1995,

Q
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132,000 families were served in home visits and
parent classes, and 127,000 children were screened.

" Despite increased funding, many districts maintain

waiting lists for families who want to participate
in Parents as Teachers. Advocates have expressed
concern that PAT needs to do more to target its ser-
vices to low-income families.

How Do Missouri’s Child Care

'Programs Measure Up?

Missouri spends $6.30 per boor person on FU-
TURES and Transitional child care, 28% below
the national average of $8.70. Missouri’s expen-
ditures on At-Risk child care were 19% below the
national average. (Figure 8) Total child care ex-
penditures cost the middle-income taxpayer ap-
proximately $4 per year in state taxes.

Impact of Federal Welfare Law

At times during the recent federal debate, there
appeared to be bipartisan support for child care and
agreement that child care is a necessary compo-
nent of a welfare system that encourages rather than
discourages work. However, the welfare law ends
the entitlement status of FUTURES, At-Risk and
Transitional child care, and the resulting child care
block grant provides funds that will be $1.8 billion
short of estimated need if states satisfy their work
requirements of the law. How will Missouri fill
the gap between the demand for care and insuffi-
cient federal funds available?

Wisconsin is seeking approval of a welfare waiver
that would create anew level of “provisional” child
care to be reimbursed at a lower level than licensed
care, making it more attractive to low-income fami-
lies. Missouri already allows its subsidies to be
used in unlicensed homes and centers and retains
the dubious status of being one of only several states
that exempts religious-affiliated child care facili-
ties from licensing. No information is yet avail-
able on the state’s new regulatory process, insti-
tuted in 1995, that mandates health and safety in-
spections of license-exempt facilities. Will Mis-
souri child care quality be further eroded by fiscal
constraints? Will the increased demand for child
care for children of cash assistance recipients who
are in job training or placement take resources away
from child care for working poor families?
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Youth
Development

xpenditures for youth employment pro-
Egrams decreased between 1990 and 1995.

Job training services will be essential un-
der the provisions of the welfare law; however,
youth employment programs were targets for fed-
eral cuts in the recent budget battle in Washing-
ton. More information is needed about “youth de-
velopment” programs in Missouri from diverse
sources such as parks and recreation departments
and public libraries.

The phrase “youth development” has many mean-
ings; in this report it refers to programs that pro-
vide youth with activities that prepare them for
adulthood and prevent risky behavior such as early
sexual activity or delinquency. According to the
national KIDS COUNT 1996 Data Book, 10% of
Missouri’s 16 to 19 year olds are not in school or
in the labor force. These youth are at high risk for
dangerous behavior and can benefit from construc-
tive activities and job training.

Chapter 11

This section, more than any other, is incomplete.
While we have some information from the Depart-
ments of Economic Development, Public Safety
and Elementary and Secondary Education, there
are other state and local agencies, such as parks
and recreation and local libraries, that provide youth
development services. It may be that this category,
more than the others, is considered the province of
private non-profit organizations such as the YMCA
or Scouts. The traditional role of government has
been to provide critical services, and youth devel-
opment is a prevention and investment function that
has not been a high public priority.

Juvenile Delinquency
Prevention

The sole source of delinquency prevention fund-
ing included in this report is the Federal Title V
Delinquency and Youth Violence Prevention Pro-
gram Grant, administered by the Department of
Public Safety. Grants are made to cities or coun-
ties to implement community-based programs such
as mentoring, family support, tutoring, latchkey,
night hoops and counseling. In 1995, the cities of
St. Louis, East Prairie and Springfield, and the
counties of Buchanan and Callaway, were funded.
Total expenditures were $366,000, an increase of
47% from 1994.

Youth Development
Adjusted Totals, in $1,000s
. % Change { % Change
| : FY 1990 FY 1993 FY 1994 FY 1995 FY 90-94 | FY 94-95
Delinquency Prevention Programs N/A N/A 248.7 366.0 47.2%
Youth Employment Programs . 58,121.8 55,781.8 55,072.7 47,228.3 -5.2% -14.2%
Total Youth-Development 58,121.8 55,781.8 55,3214 47,594.3 -4.8% -14.0%
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Employment Programs

Youth Employment Programs are provided by De-
partment of Economic Development, through Job
Training Partnership Act (JTPA) programs, and by
Department of Elementary and Secondary Educa-
tion, through secondary vocational education pro-
grams. Expenditures for these programs decreased
by 19% from 1990 to 1995. Part of this decrease
is because JTPA private providers have up to three
years to spend their grants and have not fully ex-
pended their 1995 allocations. However, given the
need for services, the question arises, why isn’t the
money spent more efficiently? Youth employment
programs served more than 61,000 children in
1995, with an additional 9,300 served in summer
jobs programs.

Impact of Federal Welfare Law

The summer jobs program was almost eliminated
in federal budget debates for 1996; the program
survived, with cutbacks of almost 30%, but the
sentiment remains in Washington that summer jobs
programs are wasteful and do not prepare youth
for future employment. Job training programs in
general are coming under fire for not being effec-
tive. As more teens become ineligible for cash
assistance because of welfare eligibility restrictions,
they will need assistance to find and maintain jobs,
and these programs will become critical.
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Juvenile
Justice

ased on the limited information available
B for this report, Missouri’s juvenile jus-

tice expenditures increased by 44% from
1990 to 1995. Expenditures are not available for
the state’s 45 juvenile and family courts. Expen-
ditures for Division of Youth Services (DYS) grew
to accommodate the increasing number of youth
who were committed to DYS custody. The strat-
egy of recent state and federal juvenile justice leg-
islation is to increase incarceration of youthful
offenders and certification of youth as adults.
Federal funds may become readily available for
construction of prisons and DYS beds, but pre-
vention funding will become more scarce.

The juvenile justice system is responsible for treat-
ing and rehabilitating youth who have committed
crimes. Youth crime has received a great deal of
media and political attention, with the legislative
focus on stricter penalties for youth who commit
serious crimes or who are repeat offenders. Less
emphasis has been placed on the prevention of
delinquency and on treatment services for youth
and their families.

Chapter 12

The juvenile justice expenditures in this report re-
flect only a portion of the total amount spent in
Missouri. The limited information we have on ju-
venile justice expenditures indicates that a total of
$25.5 million was spent in 1995, an increase of
44% from 1990. These expenditures do not in-
clude juvenile or family court operations, which
are locally-based. In 1994, 62,726 status offense
and law violation referrals were made to Missouri’s
45 juvenile or family courts. The courts are re-
quired to report the number of referrals and their
dispositions, but because a child may be referred
multiple times during the year or for multiple of-
fenses, it is neither possible to determine an exact
count of children served nor the total amount spent
by the court system.

Referral trends can provide clues to expenditure
changes. Referrals for law violations and status
offenses increased by 19% between 1990 and 1994,
implying that expenditures grew as well. (Figure
18)

Federal Juvenile Justice Funds

The Department of Public Safety administers fed-
eral Juvenile Justice and Delinquency Prevention
Act grant programs. Missouri provides a small
amount of matching general revenue as adminis-
trative cost. These grants are awarded in five ar-
eas: minority youth, delinquency prevention, seri-
ous and violent juvenile offenders, juvenile female
offenders gender-specific programming and train-
ing/technical assistance. Grant recipients may be
juvenile courts, non-profit organizations or schools.

Juvenile Justice
Adjusted Totals, in $1,000s
o I _ . % Change | % Change
FY 1990 ‘FY'1993 FY 1994 - FY 1995 FY 90-94 | FY 94-95
Juvenile Justice Programs 1,061.9 993.9 © 9952 1,164.0 -6.3% 17.0%
Juvenile Court Diversion Program.. 730.5 4383 530.5 536.9 -27.4% 1.2%
Division of Youth Services Residential. .~ 14,103.9 15,736.9 16,028.9 17,217.1 13.6% 7.4%
Division of Youth Services Community Cire. 1,841.9 3,248.5 3,948.1 6,598.0 114.3% 67.1%
Total Juvenile Justice 17,738.2 20,417.6 21,502.7 25,516.0 21.2% 18.7%
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Figure 18
Missouri Juvenile/Family Court Referrals,
1990 - 1994
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Funding for this federal grant decreased 6% be-
tween 1990 and 1994, but increased 17% in 1995,
to $1.2 million.

Division of Youth Services

The Division of Youth Services (DYS) was cre-
ated in 1974 to maintain custody of certain juve-
nile offenders who are referred by the courts. Un-
til the passage of the juvenile crime law in 1995,
only youth ages 12 through 17 could be in DYS
custody; as of September 1995, younger children
can be committed and youth older than 18 can be
held in DYS custody until their 21st birthday.

Commitments to DYS increased 42% between
1991 and 1995. (Figure 19) In 1995, 1,301 youth
were committed, with the majority (82%) placed
directly into residential programs and the remain-
der provided community care services such as day
treatment, family preservation, foster care, mentor
services and community reparation.

Total DYS expenditures in 1995 were $24 million.
Expenditures on residential and community care
services increased between 1990 and 1995, driven

- in part by the growing caseload. The residential

program increased by 22%, while the community
care program grew substantially by 258%. Part of
this growth was due to the implementation of case
management services for all DYS youth, which are
included in the community based expenditures.

A small amount of DYS funding is used for the
Juvenile Court Diversion program, which awards
grants to courts to divert less serious offenders from

. DYS placement. These funds decreased sharply

between 1990 and 1993, but increased 22% be-
tween 1993 and 1995, to $537,000. These pro-
grams reportedly prevented 691 youth from being
placed in DYS custody in 1995.

Federal dollars have become more important to
Division of Youth Services, as the federal share

increased from 24% in 1990 to almost 40% in 1995.

The current length of stay in DYS is ten months
for residential care and four months for commu-
nity care. While there is general agreement that
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this is too short to be effective, youth are often dis-
charged to provide an open bed for other incoming
offenders. In 1995, a bond issue was passed that
provided for the construction of 180 additional resi-
dential care beds.

Children in Adult Prisons—A
Growing Concern

In 1994, 324 juvenile court referrals were dismissed
from the juvenile courts to allow certification to
adult court. This number does not include refer-
rals from Jackson County because of reporting
problems. Prior to September 1995, the minimum
age for certification was 14. The juvenile crime
law of 1995 lowered that age to 12. Youth who
commit certain serious offenses such as murder or
first degree assault, and youth who commit three
felonies can now be certified at any age.

In many cases, certification as an adult does not
result in a conviction or incarceration, but the num-
ber of youth held in adult prisons is likely to grow
as a result of the new juvenile crime law. In 1995,
seven youth were placed in adult prisons. Expen-

* ditures cannot be broken out for these few youths,

but Department of Corrections reports that the cost
per person for 1995 was $10,286, leading to an
estimate of $72,100 spent on these youth.

Impact of Federal Welfare Law

Juvenile justice funds are not directly impacted by -
the federal welfare law, but pressure will be ex-
erted on the juvenile justice system if more chil-
dren fall into poverty. According to the Center for
Disease Control, personal and neighborhood in- -
come are the strongest predictors of violent crime.
Treatment facilities and prisons will likely receive
more funding, but Department of Social Services
budget constraints could limit the amount of sup-
portive or community care services available.

The Violent Youth Predator Act (H.R. 3565) is
currently pending in Washington. This bill would
provide for easier certification of children as adults,
placement of youthful offenders in adult jails and
minimum sentences for certain crimes. It would
also eliminate the Office of Juvenile Justice Delin-
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quency Prevention and would provide no funding

for prevention services. This type of legislation, if
passed, will certainly increase the demand for in-
stitutional beds to house delinquent youth.
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Data Appendix

The following pages contain the expenditure, ser-
vices and needs data collected by the Children’s
Budget Watch Project. Dollar amounts are shown
in 81,000s; adjusted figures represent 1995 dol-
lars. '

The sources for the information are:

ACF/DHHS
U.S. Department of Health & Human Services,
Administration for Children & Families

CTF
Missouri Children’s Trust Fund

DED :
Missouri Department of Economic Development

DESE
Missouri Department of Elementary & Secondary
Education

DFS

Missouri Department of Social Services, Division .

of Family Services

DLIR

Missouri Department of Labor & Industrial
Relations

DMH

Missouri Department of Mental Health

DOC :
Missouri Department of Corrections

DOH
Missouri Department of Health

DPS
Missouri Department of Public Safety

DSS
Missouri Department of Social Services

DYS .
Missouri Department of Social Services, Division
of Youth Services

HUD
U.S. Department of Housing and Urban
Development
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MJJA .
Missouri Juvenile Justice Association

NASBO
National Association of State Budget Officers

OCSE ‘
U.S. Department of Health and Human Services,
Office of Child Support Enforcement

USDA
U.S. Department of Agriculture
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_ szens for Missoui’s Chlldren isa statewnde Chlld advocacy orgamzatlon servmg as:
an mdependent voice for children on those issues, policies and government: programs that o
affect thelr lives and about which they cannot speak for themselves A :

_ The orgamzatlon s rl‘llSSlOI'l is to advocate for the rights and well -being of all Mlssoun:' :
chlldren w1th a pnmary emphasls on those chlldren with greatest need oo
Mlssounans wantmg to make a dlfference for chlldren can contact CMC at - e
(314) 647 2003 for mformatlon about how they can become mvolved in the orgamzatlon s
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